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Thank you forthisdpmﬁunity_ i to testify en one of the most impnr-;nt
Amorican trade and foreign policy goals in many years, and that is China’s
intm inge the global rules-based trading systom. :

CHINA’S TRADE CONCESSIONS AND RROADER STRATBOIC GOALS

In November of 1999, after years of negotiation, the U.S. and China
reached 2 bilateral agreement in China’s WTO accession. It secures bread-
ranging, comprehensive, ane-way trade congessinns on Chima’ s part, granting
the United States substantially greater market access across the spectrom of
industrial goods, serviess and agricyMare. This agreement strengthens our
guarastess of fair trade, and it gives tlie U.S. far greater ability to.euforge
Chinese trade commitments. By contrast, the U.S. agreed oaly to maintain the
marlst access policies we aiready apply 0 Ching, and have for aver twetty
years, by making Chine’ s Normal Trade Relations status permanent,

' China’s WTQ accession is a clesr economic win for the United Séates,
Together with permanent NTR, it will open the world’ s largest nation to'our
goods, farm preducts and services in a wiry we have not seen in the modern

era. '

But China’ s WTQ accession also has deeper implications. Our
relationship with Chige, given Chinn’ s skee atd cronomic wellit, affects ait of
America’ s foreign policy and security goals in Asia: trom broad strategic



interests to regional issues in Korea, Southeast Asia and elsewhere; human
rights and religious freedom; weapons proliferation; environmental issues;
labor rights; crime and narcotics trafficking; and many others. We have
serious differences with China in a number of these issues, and have found
areas of common ground as well. And we have a fundamental responsibility to
develop a stable, mutnally beneficial relationship in which we act upon areas
of shared benefit and mutual interest. WTO accession will allow us to do so,
as it complements and supports long-standing American goak in China policy:

- By helping to open and liberalize China’ s economy, WTO accession will
help to create new economic freedoms for Chinese citizens and promote
the rule of Iaw in many fields now dominated by state power and
control. A number of leading Chinese and Hong Kong advocates of
democracy endorse WI'O membership not only for its economic value,
but as a foundation for broader future reforms.

- By integrating China more firmly into the Paeific and world economies,
WTO accession will give China a greater stake in regional stahllity and
prosperity. It will thus, together with our military presence in the Asia-
Pacific and our regional alliances, be a factor in favor of long-term

regional peace.
AMERICA AND THE TRADING SYSTEM

Let me begin my detailed review by putting the WTO accession in its
historic context.

The World Trade Organization China now seeks to joia has its roots in
the General Agreement on Trade and Tariffs, or GATT. Its creation in 1948
reflected the personal experience of President Truman and his European
counterparts in Depressien and War. They had seen the Smoot-Hawley Act in
America and similar protectionist policies overseas deepen the Depression and
contribute to the political upheavals of the 1930s. Fifteen years later, they
believed that by reopening world markets they could promote growth and
raise living standards; and that, in tandem with a strong and confident
security policy, as open markets gave nations greater stakes in stability and
prosperity beyond their borders, a fragile peace would strengthen.
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The work they began has now continued for over fifty years, and the
faith they placed in open markets and the rule of law has besn abundantly
vindicated. Through eight Reunds of negotiations, and as 112 new members
joined thp 23 founders of the GATT, we abandoned the cloged markets af tie

b ora and helped to foster a ffty-year economic hoom. Amerise, aa
the werld’ 5 largest exporter, benefits Perhaps most of all: the efficieney of our
industries and the high living standards efemr families reflect bosh the gains
we receive from agsn merkets abroad, and the benefits of our own opex-
market policies at home. oo

But the dnvalepment of the trading system hes hadeqnnﬂyhnpm
effects worldwide. As it has developed over the past fifiy years, the wonld

economy has grown six-fold; per capita income neatly tripled; and bundeedy

of milliops of families escaped from poverty. And perhaps the best testimony
to this sueeoss iy that many of the now applicants to jein the'WTO-are nations
which are abandoning the postwar experiment in communist contral-planning.

CHINA’ S ROAD: mouuvowmu TO REFORM
And thet brings me to Chiaa. |

In essence, ong sannot saparate postwar China’ s deepening isolation
from ﬁeuuﬁd&wﬂdm_mmmmm repressfon and
dimiuishing space for individual life and freedom. Likewise, Chiina‘s
economic isolation had sevare consequences for regional penee and stabflity:
Asia’ s largest nation had Htede stake in rwaﬂty‘mmhﬂﬂy—lhbe_i,uw
advantage in warfare and revolution — beyend- its borders. Every Pa¢ific
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nation felt the consequences not only in economics and trade but in peace and
security. ' '

China’ s domestic reforms since 1978 have helped to undo this isolation,
integrating China into the Pacific regional economy as they opened
opportunities for Chinese at home. The results have been profoundly positive:
as China’ s people regained the right to farm their own land, open businesses
and choese their own places of employment, they have found new
opportunities both to raise their living standards and determine their own
futures. At the samte tinie, China has moved gradually front a revolutionary
role in the region to a willingness to play a positive and stabilizinig role on
issues as various as the maintenance of peace on the Korean peninsnh and the
Asian financial crisis.

A bipartisan American trade policy over the past thirty years has

~ contributed to these positive trends. Broadly speaking; U.S. goals have been to

support Chinese domestic economic reform, integrate China into the Pacific
regional economy, through a variety of means including commercially C
meaningful agreements that open opportunities for Americans. This has

extended from the lifting of the trade embargo in 1972, to our Bilateral

Commercial Agreement in 1980, trade agreements in the 1980s; and to a series

of more recent agreements including:

- Intellectual Property —In the early 1990's, China’s failure to protect
intellectual property rights was one of the most problematic aspects in
the trading relationship. Piracy of films, software, CDs, and other
intellectual property works cost U, S, industry hundreds of millions of
dollars and led to trade confrontations with China, including invocation
of sanctions on two occasions. The United States ultimately negotiated
agreements in 1992 and 1995, and then won farther comntitments in
1996 that led China to pass world-class copyright, patent and trademark
laws; close the vast majority of pirate production facilities; cease the:
export of pirated produets and significantly improve enforcement - the
principal focus of the agreements.



created a series of new opportuni

-  Textiles - Likewise, textile transshipment and market access bitrriers
have historically been a problem in our textils trade relationship with
€hina. While groblems wemain, two separdte agreements, in 1994-and
1997, combined wighsustained enforcement efforts by ¢he H:8. Customs
Sorvice and the Administratien, as well as imposition of triple charge
penalties, have helped to mitigate thess problems. The 1997 agresment,
in fact, committed Ghing for the fivst time to significantly reduce Hs
textile import restrictions.

- Assienlturg - Most recently, the Agropmont en Agriulturs]-
Cooperation in April of 1999 lifted long-standing bans on exports of

W ﬂllmy'ﬁ work hag helped to apen the Chinese economy;

puhhamehbmﬂwamyofmmm&eouﬁdewoﬂdﬁanatm
tme since the late 1940s. Rut the wark is only partly dene. China’ s tyade
hmmmm;aumrﬁp%duﬁWhnﬁelmanuE'
unchasnged; andChha '8 ilqte_g!jqﬁan with the world economy remains
insecrye, Lilmvlue,ﬂﬁm's neighbors remain bleshsd freypan o0 economy
whki%-ﬁm?e-mubgaawneﬂm&u-hhudﬁkon
smwmmmcmmmmhatmummm -
Normal Frade Relations (formerly MFN stidus) fo Chiitia in 1988; o experts
tocmmﬂmheowsmhﬂﬂmaﬂgmamﬁﬂmmmm
total growth. o ippst other major trading pariners ih KEurepe, North Awmeriea
and East Asia. -

Womﬁumapmﬁﬁlypmndand historic shift,
building upsn but going mueh farther than Chiva’ s domestic reforms to dste.
As it joins the WT0, Chisa will do mueh more than rechree trade barriers a¢
the border. For the first time since the By, it will:
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- Permit foreigners and Chinese businesses to import and freely into

Chllll, ' » C‘

- Reduce, and in some cases remove entirely, state control over internal
dlstnhutlon of goods and the provision of services;

- Enable foreign businesses to participate in information industries such
as telecommunications including the Internet; and }

- Subject its decisions in all areas covered by the WTO to enforcement,
including through formal dispute settlement when necessary.

These commitmients are a remarkable victory for economic reformers in
China. China’s domestic reforms have moved away from a number of
policies from the era of the Cultural Revolution and Great Leap Forward. Its
WTO accession will go further, helping to reform policies dating to the earliest
years of the communist era: absolute government control over economic.
contact with foreigners, nationalization of major industries, and destrntﬁon of
private local commerce within China, .

Altogether, this will give China’ s people more access to information, C
and weaken the ability of hardliners in government to isolate Chlna" S pnbﬁc
from outside influences and ideas. More deeply, it reflects a ]ument -
although one still not universally shared within China or its leadership - that
prosperity, security and international respect will not come from‘the static
nationalism, state power and state centrol over the economy China adopted
after the war. Rather, China is more likely to gain these from the'greater
integration with the world, rising economic freedom at home, siid ultimately
development of the rule of law inherent in the initiative President Truman
began in 1948 with the foundmg' of the GATT.

WTO accession, therefore, has potential beyond economics and trade: as
a means to advance the rule of law in China, and a precedent for willingness to
accept international standards of behavior in other fields. That is why any
Hong Kong and Chinese activists for democracy and buman rights - Martin
Lee, the leader of Hong Kong’ s Democratic Party; Ren Wanding, a dissident
who spent years of his life in prison - have viewed WTO accession as China’s



most important step toward reform in tweaty yeary. And itis why U.S.
suppert for WTO aceession rests on a broader long-term commitment to
human rights and freedoms, s well a5 new opportunities and strengthened
guarantess of falrness for An _ o |

WTO ACCESSION AND AMERICAN TRADE INTERESTS

It also, of course, represents the achievement of specific American
economic interests. While China’ s principal concern is the potential of WTO
accession to ereate jobs and foster sustainable growth through ecenemic
reform, the Cnten Administration songht commerciilly meaningful il
enforcsably commitments that help Anericans on the farm sivd on the job
export $o Ching, by addresging the many layers of trade barriers and policies
whish lisuit aceess. . - :

The bilsteral WID agreement builds upon and consolidates reforms
obtained in all our previgms negotiathbns, and reflects sur experience with the
enforcemsnt of these agreements. Cloarly, to win its fult benefits, the B.S. :
must be vigilansin monitoring and enforeing ecompliance. Amnd the bilatersd
agreemant gives tho 11.8. afl the toels nesessary to.dn so. Thus, in ofl respects,
this bilateral agreement meets the high standards that President Clinton set.

10verview

First, the bilatoryl ageswmut is comprehensive. it il rednee Chinese
trade barrisrs acress-the rangs of geeds, servigss-and ageicultural products;
climinate or sharply reduce restrictions en freedom o import and distrilmie
goods within China; address indastrial policies intended to draw jobs nud
teehnology to China; and strengthen onr guarantees of fair trade practices.

Second, it is fully enforceable. China’s eommitments in all areas are
specific and igclude timetables and final dates far full implementatien. These
commitments are enforcoable through our trase lasys, WTO dispuse
settlement aud other special mechanjsms including periogic multiiatesal
review of Clista’ s implamentation and compliance. Thwse will, of eowrse,
require vigliapee and constant commitment to enforcenent by the United
States as well as by China’s other trading. partners in the WTO. TFhe US.
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must be committed to vigorous monitoring and enforcement.

And third, its resulis will be rapid. On accession to the WTO, China C )
will begin opening its market from day one in virtually every sector. The
phase-in of further concessions is limited to five years in almost all cases, and
in many cases one to three years.

Let me now offer some of the details in each major sector.
2. Industry

In industrial goods, China will cut tariffs from an average of 24.6% in
1997 to 9.4% by 2003 and bind them at these new, lower levels. It will _
eliminate quotas and other numerical restrictions. And it will allow American
firms to import and distribute their products freely in China. This is essential,
as American companies, farmers and workers need the ability to import,
export and distribute goods in China to compete effectively — rights currently
denied bat which will be permitted under the agreement, allowing our
businesses to export to China frem here at home, and to have their own
distribution networks in China, rather than being forved to set up fietories
there to sell products throngh Chinese partners. Some highlights inchue: C

Trading Rights - China will grant American companies, over a three-year
phase-in period, rights to import and export most products without Chinese
middlemen. Currently, the right to engage in trade (importing and exporting)
is strietly limited; onty companies that receive specific authorization or who
import goods to be-used in production have such rights. This limits not only
the ability of U.S. compsnies to do business in China, but in particular has
limited U.S. exports. '

Distribution - As in the case of trading rights, the right to distribute products
is critical to our ability to export successfully to China. After accession, China
will allow American firms to market, wholesale, retail, repair and transport
their products — whether produced in China or imported. At present, China
generally prohibits companies from distributing imported products or
providing related distribution services such'as repair and maintenance
services. China will permit enterprises to engage in the full range of
distribution services over a three-year phase-in period for almost all products.
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Tariffs - Ching will malse substantial tariff.cuts om accession.with further cuts
ma&,mm«wmmhemmudmmmmmw )
of which will be completed within five yoars. On U.S. priority industrial itams,
tariffs-will drop an average (@ 7.1% -- a figure comparabls to those of most

major U.8, tmding partpers. As im agrienitnre, China will bind tarifiy at shese

low levels. Some specific examples include: |

paormation ORY Agreemeng — Clﬂlll will parﬂcipnte in the
Informatien Technology Agreoment (ITA), eliminating all tariffs on
such information technology products.as semiconductors,
telecommaunications equipment, computer and computer equipment and
uﬁuhm-bthmmtmanﬂMhamoﬂam . -

Autos - Ehing will egshucs $ariffs on asstes frem rates of §6%-168%
today to 25%: ip 2006, and on suto parts to an avernge of 10% fromaa
average of over 23%.

adang reper.Products - Ching will reduee high.tarifis on woed aud

paper to levels generally betwwesn $% and 7.3%. As noted below, China

will also implement any sectoral APEC Accelerated Tartf Liberalization )
initiative adopted by the WTO in this sector.

Chemicals ~ China will compit to the vast bulk of chemical

harmonizations, reducing tariffs from present rates between 10%-3§%
to an average rate of 6.9%. Thede reductions include reddactions on sl
priority U.S. chemical exports. ’ -

LLLLL : alization -~ Chinte has agreed to implement the
Accelerated Tariff Liberalization initiative of APEC when WTQ

consensus is sehisved in tire contaxtef 4 new global Ronnd of tyide
negotistions. This would eliminate ¢aril on farest products, -

savironmental goods and services, energy m_w éqnipmmt,' M,

; J



toys, gems and jewelry, medical equipment and scientific instmmenté, '
and also includes chemical harmonization.

Nonp-Tariff Barriers - China will eliminate all quotas and other quantitative
measures upon accession for top U.S. priorities including certain fertilizers
and fiber-optic cable by 2002, and by 2005 in all cases.

3. Agriculture

In agriculture, China will make substantial reductions in tariffs beth on
accession to the WTO and over time. It will adopt tariff-rate gnotas that
provide significant market access for bulk commodities of special importance
to American farmers. It will agree to apply science-based sanitary and
phytosanitary standards including in grains, meats and fruits. And it will
eliminate export subsidies. Notable achievements here include:

Tariffs — China’ s agricultural tariffs will fall from 31% to 14% for our
priority items. All euts occur over a maximum of four years, and will be-
bound at the applied levels. To cite a few examples:

Current Level Under the Agreement
45% 12%
Citrus 40% : 12%
Apples 30% 10%
Cheese 50% 12%
Wine 65% 20%
Beer 70% 0%

TROQs - China will liberalize its purchase of bulk agricultural commeodities
like wheat, corn, rice, cotton and so on, through tariff-rate quotas - that is,
very low tariffs (1% for bulk commodities) on a set volume of commodities.
This portion of the agreement includes provisions to maximize the likelihood
that these TRQs are filled. In particular, a portion of each TRQ is reserved
for importation through private traders, and TRQs which have not beén filled
will be redistributed to other end-users with an interest in imperting on a first-
come, first-served basis. Some salient examples include:

10



Cottop 208,000 m¢ 743,080 m¢t  §94,000 m¢ 1%
Wheat 2,090,800 mt ‘7,300,#90 mt 9636000mt  19%
Corn 230,600 mt 4,500,000 mt 7,209,800 mt 25%, grows
Bicetatal 250000 mt  2,660,000m¢ 5320060 mt —
shert/med grain m

1,330,000 mt 2,660,000 mt 5936
long grain 1,330,000 mt  2.660.099 m¢ 16%

Export Subsidies ~ China will eliminage agricultural export subsidies. This is
an important achievement in i own right, and a ¥iap toward the U.S. goal of
totafly eliminating export subsidies worldwide.

citras fruit and Pacific Northwest wheat,
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Granpdfathering - China will protect the existing activities and market access
of all service providers operating in China at the time of accession.

Distribption - As noted above, China now generally prohibits firms from
distributing products other than those they make in China, or from controlling
their own distribution networks. Under the Agreement, China will liberalize
wholesaling and retailing services for most products, inclading imported
goods, throughout China within three years. This will remove all restrictions
on wholesaling, retailing, maintenance and repair, marketing, customer
service and transportation, along with restrictions on auxiliary services
including trucking and air express delivery, air courier, rental and leasing,

~ storige and warehousing, advertising and others. This is of inmense

importance in its own right and as a step that will enable U.S. exporters to do
business more easily in China. '

Ipsgrance - Currently only two U.S. insurers fire operating in China’s’
market. With WTO aceession, China agrees to award licenses solely od the
basis of prudential criteria, with no ecenomic-needs test or quanttiative limits
on the number of licenses issued; progressively eliminate geographic
limiations within three years, and permit iwternal branching cousistent with
the olimination of these restrictions; over five years expand the scope of
activities for foreign insurers to include group, health-and pensivi lines of
insurance. For non-life insurance, branch and joint-ventures at 51 percent
equity share are permitted on accession, and wholly-owned subsidiary
permitted within two years from date of accession. For life insurance, joint
ventures are permitted with the partner of choice at 50 percent equity share
upon accession. '

Banking - Currently foreign banks are not permitted to do local currency
business with Chinese clients, and only a few can engage in local currency
business with their foreign clients. China also imposes severe geographic
restrictions on the establishment of foreign banks. With this agreement, China
commits to full market access in five years for U.S. banks. China will allow
internal branching and provide national treatment for all newly permitted
activities. It will also allow auto financing on accession, and allow local
currency business with Chinese enterprises starting two years after accession,
and allow local currency business with Chinese individuals from five years

12
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Secuyitips - China will permit minerity fereign ewned joint ventures to engage
in fand management on the same terms as Chinese firms. Minority joint

Audiovisugl - China does not now allow foreign participation in distribution
of sound recordings. Under the agreement, China will allow 49% foreign
equity for the digtribution of vigeo and sopnd rmrdinga,.mai-ﬁtymmhip
in three years for construction and ownarship and qperation of cinemas.
China has also agreed to aliow the importation of 20 films per year on a

revenue-sharing basis.

Other ~ Also covered is a broad range of other services - architecture,
engineering, accounting, legal, travel and tourisi, computer and busimess
services, environmental services, franchising, expross delivery and many mere,

13
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In each, China has made specific, enforceable commitments that open
markets and offer competitive American industries important new ,
opportunities. i

5. Protocol Issues

Finally, the bilateral agreement deals, appropriately, with the special
and unusual characteristics of the Chinese economy. These include the high
degree of stite participation in the Chinese economy; a series of industrial
polity measures intended to draw jobs and technology from the U.S. and other
trading partners to China, such as local content, offset and export
performance requirements as well as forced technology transfer; and special
measures to address import surges from China and unfair export practices
like dumping. '

Altogether, no agreement on WIO accession has ever contained
stronger measures to strengthen guarantees of fair trade and to address
practices that distort trade and investment. China=s major commitments in

this regard include:

Import Surge Protgetion ~ China agreed to a twelve-year product-specific C
safeguard provision, which ensures that the U.S. can take effective action in

case of increased imports from China which cause market disruption in the

United States. This applies to all industries, permits the U.S. te act based on

the lowest showing of injury, and act specifically against imports from China.

Non-Market Economy Dumping Methodology ~ China’ s WTO entry will
guarantee U.S. rights to continue using the current “non-market economy”
methodology in anti-dumping cases for fifteen years after China’ s accession to
the WTO. '

Subsidies — Likewise, when the U.S. applies its countervailing duty law to
China, we will be able to take the special characteristics of China’ s economy
into account. Specifically, where government benefits are provided to an
industry sector and state-owned enterprises are the predominant recipients or
receive a disproportionate share of those benefits, the United States can take
action under our unfair trade laws. The agreement also establishes that the
U.S. can determine whether government benefits, such as equity infusions or

m C



soft loans, have been provided te an industry using mearket-based criteria
? rather than Chinese government henchaparks, ~)

xeforms - memawmﬂm‘"mdﬂ" |

o LT

i

technology sway from Chiue’ s trading partnors. It wil, for
example, implement the WTQ' s Agreement on Trade-Related Investment

Measures agreement on accession; oliminate mandated offeets, local content

_ = China will gholish requiremeants for
transfer for U.8. companies to export or invest in China. This will better
protect our competitiveness and the mnltsﬂfU.&mnrehanddcwhpment.

market-disrapting inipnrt surges fram China in ¢the textilo seotor. This is in

addition to the brosdes product-specific safeguard noted above,

CABE STUDY: THE AUTO INDUSTRY
To illustrate more clearly the cumulative effect of these commitments, let

me offer a ease study of the present situation and the changes WTO accession
will make for the automobile industry. -

o) s J



At present, a combination of trade barriers and industrial policies

adopted to draw auto investment to China makes it virtually impossible to
export cars to China. Typically, the U.S, exports about 600 cars a year to
China, many of them used; in recent years, the figure was likely below 400.
The bilateral agreement addresses the policies which have limited U.S. export
capability as follows:

It reduces barriers at the border: cutting tariffs from 80-100% teday to
25% in 2006; forbidding discriminatory value-added taxes; and raising
the current virtually prohibitive quota to $6 billion worth of autos and
then eliminating it entirely within five years.

China must commit to open its distribution markets and grant trading
rights, ensuring that firms and dealerships in China can import autos
directly from the United States, and that Americans can move their
products freely within China to the areas of greatest demand.

The agreement opens up services essential to auto sales: Chingwill fet

auto firms provide financing, set up dealerskips; advertise their
products, provide repair and maintenance, and imporf parts.

It abolishes certain industrial policies intended to draw auto jebs,
investment and technology to China: China will abandon requirements
that require firms to set up factories in China in order to sell in China,
and abolish local purchase requirements and forced technology transfer.

The U.S. strengthens guarantees that auto production and jobs in the
United States will be secure. On the import side, the agreement includes
a “product-specific safeguard” available to all industries for 12 years -
in this case, a guarantee that if auto imports from China should rise so
as to cause market disruption, the U.S. can impose emergency limits;
and a gnarantee we will be able to employ special “non-market
economy” methods of calculating and counteracting dumping for fifteen
years.

The agreement contains enforcement mechanisms for all of these
separate and overlapping commitments. This includes American trade
laws and the WTO' s dispute settlement mechanism,

16
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The comprehensive natwye of the provisions madbed oa putomobile
trade in the agreement is matched, although specific features differ, in every
industry of significant concern to the U.S, economy.

ENFORCEMENT

Of soprie, trade commitments require full implementation and
enforesmsnt to he meaningful i praetive. Previous smecesses in improving
in Wﬂydmmmmaumdmmm
how c constant oversight, monitoring, ard strict enforcement are in the
mof&ha.gndmmminml And with Chins’ s WTO
memborship, the U.S, will gain a number of advantages in enforcement we o

not now eajoy.

has China agreed mmmaiﬁdmiﬂushimprmm.hwm
ultimately imposition of sanctions i necessary.,

Second, of course, is the continued right of the U.S. to use 'the full range
of American trade laws, including Section 301, Special 301, and countervailing
duty and enti-dumping laavs. .

specific safeguard, as wel] as guarsatecing our right te wse non-market
economy antidumping methodologies. These features of the accession will
significantly strengthen U.S. ability to ¢usnre fair trading practices,

Fourth, and very significant, are strengthened enforcement capabilities

through the multilateral nature of the WTO. The accession, te bagin with,
will create a multilateral review méchanism to monitor all of China’ s

implementation clossly. And as these commitments conse into effect, China
will be subject to enforcement by all 135 WTO members, significantly
dimjnhﬂn;Chha'sabﬂybﬂnymmmnﬂmmstm
suother. In all previous disputes ever Chiuese complianee with agreements,
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notably those over intellectual property, the United States had to act alone.

With China in the WTO, the U.S. will be able to work with 134 other ’
members, many of whom will be concerned about the same issues we C !
raise and all of whom will have the legal right to enferce China’s

commitments. | '

Fifth, the specificity of China’ s commitments in the bilateral agreement
will help to ensure that China complies. Experience shows that agreements
with China are enforced most satisfactorily when obligations are concrete,
specific, and open to monitoring. The bilateral agreement therefore includes
highly specific commitments in all areas, clear tife-tables for implementation,
and firm end-dates for full compliance. These allow the U.S. carefully to
moniter China’ s compliance and presetit clear evidence of failure to comply.

Fimally, however, enforcement as in any agreement depends on U.S.
commitment. Last year, President Clinton secured new enforcement and
compliance resources at the Office of the U.S. Trade Representative, the
Commerce Department, USDA and other branches of government with
enforcemsent resporisibilities. These resources will help to build thie largest
monitoring and enforcement effort for any agreement, covering China’s
obligations in the WTO and also Import Administration issues such as C
dumping and countervailing duties.

WTO ACCESSION AND AMERICAN STRATEGIC INTERESTS

From the perspeetive of trade policy, China’s accession to the WTO is a
clear win. China’s irade concessions are of one-way and enforceable. In
return, the U.S. made permanent the normal trade status we already grant to
China. Permanent NTR will become effective once China formally accedes to
the WTO.

From the perspective of reform and liberalization in China, the
importance of this agreement is equally clear. As it implements these
commitments, China will become a country which is more open to the world,
whose people enjoy more cholces in daily life and more contacts with the
outside world, and whose government in a number of important fields, will
become, over time, more respossive to the rule of law than it is today.
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But we must also look te a still deeper issae. China is the werld’ s
largest country, and over the past decade the world’ s fastest-growing major
sconomy. The futare course of our relationship will have great bearing an
American security and strategy in the 21" contury, and in this regard WTO
accession offers us a great deal.

Our relationship with China today is free neither of deep-seated policy
disagreements nor moments of tension. These are perbaps natural: we are
great Pacific powers, and our governments reflect vastly different political
systems and values. Such a relationship, kowever, poses profound questions
for futare peace and stability across much of the earth.

We should not, of course, imagine that a trade agreement will cure all
our disagreements. Rather, when we disagree with China we must act with
capdor and a firm assertion of our interests and values. But as we do 80, we
must also recognize how important a stable and peacefal relationship with
China is — for the world, the Chinese, and ourselves. And thus we have a
fundamental responsibility to find and act upon areas of shared interest and

berefit.

We saw this responsibility clearly, and acted upon it, in the Asian
finarcial crisis two years ago. We see it in the maintenance of peace on the
Korean peninsula; the search for stability in the Taiwan Strait; the
environmental problems of the Asia-Pacific. And we have seen it in trade for
over a quarter centary.

American trade initiatives in China stretch from the end of the trade
embargo in 1972 through our Commerecial Agreement; the renewal of NTR for
the past 20 years; more specific trade agreements in the 1980s; our support for
China’s participation in APEC; and the market access, textile and intellectual
property rights agreements of the 1990s. Each step had a foundation in
concrete American interests; but each also helped to promote reform and the
rule of law within China, integrate China in the Pacific ecornomy, and
strengthen China’s stake in prosperity and stability throughout Asia.

As such, together with our network of alliances and military
commitments, trade policy has helped to strengthen guarantees of peace and
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| security for us and for the world. And China’s WTO accession will be the -
k ’) most significant step in this precess for many years. C,}

" Thank you, Mr. Chairman, and Members of the Commission.
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